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SFRS for SE Singapore Financial Reporting Standards for Small Entities ZAT|US QB MIIEE B|H7|F
SFRS(1) Singapore Financial Reporting Standards (International) AIIZZ e 2R S H 7=
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UTPR Undertaxed Profits Rule AEAQIH QX
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The original language of this material is English. Translations into other languages are provided for informational
purposes only. In case of any discrepancies between the translated versions and the original English text, the English
version shall prevail.
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On 31 December 2024, the Inland Revenue Authority of Singapore (IRAS) published an e-Tax Guide on Multinational
Enterprise Top-up Tax and Domestic Top-up Tax. The e-Tax Guide outlines the scope, application, and administrative
requirements of the Multinational Enterprise Top-up Tax (MTT) and Domestic Top-up Tax (DTT). The annexes include
Frequently Asked Questions (FAQs), a summary table of provisions of the Multinational Enterprise (Minimum Tax) Act
2024 (MMT Act) with cross-reference to the corresponding provisions of the Global Anti Base Erosion (GloBE) Rules?
and examples.

Overview

Singapore has implemented a DTT and an Income Inclusion Rule (lIR), known as the MTT, to impose a minimum
effective tax rate (ETR) of 15% on large multinational enterprise (MNE) groups from financial years beginning on or
after 1 January 2025. The MMT Act has been enacted to implement the DTT and MTT and the subsidiary legislation,
the Multinational Enterprise (Minimum Tax) Regulations 2024 was published on 30 December 2024.

The MTT and DTT are based on the GloBE Rules, Commentary and Administrative Guidance(s) (AGs) published by the
Organisation for Economic Co-operation and Development (OECD).

Please refer to our previous dissemination on the public consultation(s) of the Multinational Enterprise (Minimum Tax)
Bill and Regulations here.

Scope

MNE groups with annual consolidated revenue of EUR 750 million or more in at least two of the four financial years
(FYs) immediately preceding the tested FY are in-scope for MTT and DTT purposes.

The MTT applies to low-taxed profits of Singapore parented entities located outside Singapore and stateless entities to
top-up the ETR to 15%—it does not extend to Singapore entities of the MNE group.

The DTT on the other hand applies to the following in-scope entities of a MNE group located in Singapore that are
excluded from the Undertaxed Profits Rule (UTPR) under Article 9.3 of the GloBE Rules and will be payable if the MNE
group’s ETR in Singapore is less than 15%:

e members of the MNE group, including partially owned constituent entities (CEs);

e joint ventures (JV) and JV subsidiaries;

e minority-owned sub-groups and CEs; and

e reverse hybrid entities but not considered responsible members of the group.

The DTT does not apply to a wholly domestic group.

Certain entities are not subject to MTT and DTT (i.e., excluded entities)—these follow the same scope of excluded
entities as the GloBE Rules. The exclusions and safe harbours incorporated in the MTT and DTT regimes are also
consistent with the GloBE Rules.

1 As part of Pillar Two under BEPS 2.0, the GloBE Model Rules and its Commentary were released on 20 December 2021 and 14 March 2022, respectively.
These, together with Administrative Guidance (AGs) issued subsequently, are known as the “GloBE Rules”.


https://www.iras.gov.sg/media/docs/default-source/e-tax/e-tax-guide-mtt-and-dtt.pdf?sfvrsn=e95bc2a9_7
https://www.iras.gov.sg/media/docs/default-source/e-tax/e-tax-guide-mtt-and-dtt.pdf?sfvrsn=e95bc2a9_7
https://www2.deloitte.com/content/dam/Deloitte/sg/Documents/tax/sg-tax-public-consultation-on-proposed-mne-regulations.pdf
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Key areas covered in the guide include the key features of MTT and DTT, requirements for registration, overview of
filing deadlines, assessment procedures, document retention obligations and examples.

Key features of the MTT and DTT

No. Aspect Details of updates

1 Effective date of As noted above, MTT and DTT will apply to an MNE group for a FY beginning on or
implementation after 1 January 2025. For this purpose, the FY is generally determined based on
(see also FAQ 1) the accounting period of the Ultimate Parent Entity’s (UPE) Consolidated Financial

Statements (CFS).

Accordingly, if the accounting period of UPE’s CFS is from 1 January 2025 to 31
December 2025, the MTT and DTT will apply to all in-scope entities whose
financial results are consolidated into that CFS, regardless of their individual
financial year-ends. As an example, an in-scope entity with a FY from 1 July 2024
to 30 June 2025 will still be considered in-scope for the period 1 January 2025 to
31 December 2025 if its financial results are consolidated into the UPE’s CFS for
the period from 1 January 2025 to 31 December 2025.

2 Revenue thresholds For MNE groups with shorter financial periods, the annual revenue threshold of
EUR 750 million is proportionally adjusted based on the length of the period of the
FY in the CFS as follows:

Applicable annual = No. of months x EUR 750 million
revenue 12
3 Safe harbours Four safe harbours are provided under the GloBE Rules:

(a) Transitional Country-by-Country Reporting (CbCR) Safe Harbour;
(b) Simplified Calculations Safe Harbour;

(c) Qualifying Domestic Top-up Tax (QDMTT) Safe Harbour; and

(d) Transitional UTPR Safe Harbour.

Safe harbours (a) to (c) will treat the top-up tax amounts under the MTT, DTT, or
both (as applicable), as nil. However, safe harbour (d) is not relevant at this time
as Singapore has not implemented the UTPR.

The e-tax guide also clarifies that the QDMTT Safe Harbour applies specifically to
MTT and is not relevant for DTT.

4 Currency and All MTT calculations must be carried out in the presentation currency used in the
exchange rate UPE’s CFS.
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DTT calculations are based on Singapore dollars where the DTT is determined in
accordance with local financial accounting standards and all CEs in Singapore are
using Singapore dollars as their functional currency. Otherwise, the DTT
calculation should be made in a single currency, i.e., the presentation currency of
the UPEs CFS or Singapore dollars under a 5-year election.

Where the presentation currency in the UPE’s CFS is not in Euros, to determine
whether the relevant revenue threshold in the MMT Act (i.e., EUR 750 million) is
met, the MNE group must translate the revenue amount to Euros using the
average foreign exchange rate for December of the calendar year immediately
preceding the relevant FY published by:

e the European Central Bank (ECB); or

e the Monetary Authority of Singapore (MAS), if the ECB does not have the

relevant rate.

5 Incidence of tax The incidence of MTT is on the UPE or Intermediate Parent Entity (IPE) in
Singapore, if no other member of the MNE group that owns a controlling interest
in the entity is a responsible member (referred to as the responsible member of
the MNE Group).

A CE, known as Designated Filing Entity (DFE) will be chargeable with DTT of an
MNE Group, unless the MNE group makes an election to allocate a specified
amount of DTT to a qualifying CE (subject to conditions).

6 Accounting standards The computation of the MTT is based on the financial accounting standard
adopted by the UPE.

DTT computations are based on financial statements prepared in accordance with
Singapore’s Local Financial Accounting Standards (LFAS), which include:

e Singapore Financial Reporting Standards (International) [SFRS(I)];

e Singapore Financial Reporting Standards (SFRS); or

e Singapore Financial Reporting Standards for Small Entities (SFRS for SE).

If all CEs of the MNE group located in Singapore have financial statements
prepared based on accounting standards mandated under Singapore law or are
audited by an external financial auditor, the DTT computation will be based on
LFAS.

However, where the above requirements are not met or the CEs located in
Singapore have a different financial year than the UPE, the DTT computation will
be based on the accounting standard used in the preparation of the UPE’s CFS.

7 Inclusion ratio (for For MTT, the parent entity inclusion ratio is applied. This means that the MTT
purposes of adjusting computation adjusts the share of the top-up tax based on the ownership interest
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for ownership interest held by the parent entity in the CEs. If the parent entity does not own 100% of the

not held by the MNE  CE, the tax liability is prorated according to its ownership percentage.

group) (see also FAQ

4) However, for DTT, the inclusion ratio is fixed at 100% in all cases. This means that
for DTT purposes, the top-up tax is calculated on the full income of CEs located in
Singapore, regardless of the ownership percentage of the parent entity. Even if
the MNE group owns less than 100% of the CE, the DTT applies to the entire
income of that CE.

As the MTT deals with foreign and stateless entities, the ownership ratio is
considered to promote fairness and alignment with global rules. The DTT applies
only to entities in Singapore. As such, the fixed 100% inclusion ratio simplifies the
calculation, ensuring that the domestic tax framework meets the QDMTT
requirements under GloBE Rules.

8 Registration The UPE of a MNE group that has an in-scope entity located in Singapore must
obligations notify the IRAS of the MNE group’s liability to be registered under the MMT Act.

The registration is a one-time process and must be made within six months after
the first financial year end of the UPE where MTT or DTT or both applies to the
MNE group (or such extended time as may be granted).

9 Appointment of DFE/ A MNE group is required to designate a single Singapore CE to be the DFE and GFE

Designated Local to fulfil the tax obligations in Singapore. The same CE will be designated as the

GloBE Information DFE and GFE.

Return (GIR) Filing

Entity (GFE) Where the UPE is a legal entity located in Singapore and is not an excluded entity,
the UPE is the DFE/GFE. Otherwise, an intermediate parent entity (IPE) thatis a
legal entity located in Singapore and the parent entity of all other Singapore CEs
and is not an excluded entity is the DFE/GFE.

Where there is no UPE or IPE located in Singapore and there is no legal entity in
Singapore that can be designated as DFE/GFE, a permanent establishment (PE)
located in Singapore, including Singapore branches of foreign entities can be
designated as the DFE and GFE of the MNE group, provided they meet the
stipulated conditions.

10 Filing of GIR and MTT/ GIR

DTT returns Every Singapore CE of an MNE group is obliged to file a GIR with the IRAS
regardless of where the MNE group is headquartered. The GFE in Singapore is
required to file the GIR annually with the IRAS on behalf of the in-scope entities
located in Singapore. However, the GFE would not be required to file a GIR with
the IRAS if it has been filed in another jurisdiction outside Singapore and
Singapore has an information exchange agreement with that foreign jurisdiction
to receive the GIR. The list of jurisdictions will be published when available.
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Notwithstanding the above, the GFE would be required to file a GloBE notification
on an annual basis to the IRAS to inform the IRAS of the identity of the CE filing
the GIR and where the GIR has been filed.

The format and requirements of the GIR will be based on the GIR issued by the
OECD on 17 July 2023.

MTT/ DTT returns
The parent entity that is a responsible member located in Singapore and the DFE is
responsible for submitting the MTT returns and DTT returns respectively.

Timeline

The deadline to submit the MTT returns, DTT returns, and the GIR/GloBE
notification is 15 months after the end of each FY (or 18 months if the FY is a
transition year).

11 Assessment Both MTT and DTT are administered under a self-assessment system in Singapore
system (i.e., a notice of assessment will not be issued by the IRAS).

MTT and DTT returns may be selected for audit as part of the IRAS’ compliance
review. A notice of assessment will be issued to revise MTT and DTT payable
based on the IRAS’ review and objections to such notice of assessment must be
made within two months from the service of the notice of assessment.

12 Payment of MTT/DTT Where the MTT or DTT liabilities are computed in a currency other than Singapore
dollars, the average exchange rate provided by the MAS, calculated based on the
exchange rate at the end of each month throughout the relevant FY, should be
used to convert such amounts to Singapore dollars. In cases where the MAS does
not provide an average rate for the required currency, the Comptroller of Income
Tax will determine the appropriate rate to be used.

The MTT/DTT payment must be made no later than 1 month from the filing due
date. The parent entity that is a responsible member located in Singapore and the
DFE are responsible for the payment of MTT and DTT respectively.

13 Record keeping The records kept for MTT and DTT computation purposes are generally the same
guidance as that for accounting or tax purposes, including but not limited to general
ledgers, invoices, accounting records and schedules, bank statements and pre-
consolidated accounts, etc.
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Record-keeping period

MTT
Records must be retained until 31 December of the 5 year following the financial
year in which the MTT return is filed (i.e., year MTT return is due + 5 years).

For example, if the financial year end of the MNE group is 30 September 2026
(and this is not a transition year?), the deadline to file the MTT return will be 31
December 2027 (15 months after year end). In this case, the record retention
period will be until 31 December 2032 (i.e., 2027 + 5 years).

DTT
The retention period is up to 31 December of the 5 year following the relevant
financial year, without the need to consider if it is a transition year.

To illustrate, if the financial year end of the MNE group is 30 September 2026,
regardless of whether it is a transition year (unlike the MTT), the record retention
period will be until 31 December 2031 (i.e., 2026 + 5 years).

Extended record-keeping period for specific provisions

For calculation of provisions requiring reference to past years (e.g., recapturing
deferred tax liabilities that do not reverse within five FYs, re-computation of ETR),
the supporting documents should be kept for up to 10 years to facilitate
verification by the IRAS.

Further details on this extended record keeping period will be released by the
IRAS in due course.

14

Penalties

Given the complexity of the new rules and the feedback from taxpayers, IRAS will
adopt a light-touch lenient approach for the first three FYs (2025-2027). During
this period, the imposition of penalties will be minimised if MNE groups can
demonstrate that they have made reasonable efforts to comply with the new
rules.

15

Income tax treatment
of taxes imposed by
Singapore and other
jurisdictions under
GloBE Rules (see also
FAQ9)

Tax treatment of MTT and DTT

MTT and DTT are not deductible for corporate income tax (CIT) purposes in
Singapore. These taxes are imposed on the income of MNE groups and are not
considered expenses incurred in the production of income. As such, they are not
allowed as deductions under section 15(1)(g) of the Singapore Income Tax Act
(ITA).

2 |f this is a transition year, the MNE group will have up to 18 months from its financial year end to file its MTT return (i.e., by 31 March 2028). The record retention
period will be up to 31 December 2033 (i.e. 2028 + 5 years).
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Non-deductibility of IIR, UTPR, and QDMTT from other jurisdictions

Similarly, taxes imposed by other jurisdictions under the IIR, UTPR, or QDMTT, or
taxes equivalent to these under the GloBE Rules, are also not deductible for CIT
purposes in Singapore. This ensures consistency in the treatment of GloBE-related
taxes globally.

Tax treatment for on-charging or recharging of top-up taxes under IIR, UTPR, and
DTT

The tax treatment for on-charging or recharging top-up taxes under the IIR, UTPR,
or DTT adheres to general CIT principles. For example, when a UPE in Singapore
pays top-up taxes under the MTT and recharges them to another Singapore CE,
the taxes paid by the CE are not deductible, and the amount recovered by the UPE
is not taxable for CIT purposes in Singapore.

From a GloBE perspective, adjustments depend on how the recharged taxes are
recorded:

e If the recharged tax offsets the UPE’s tax expense, the net tax expense to
be added back to the UPE’s financial accounting net income or loss (FANIL)
is $0.

o If the recharge is treated as separate income, the recharged amount is
added to the CE’s FANIL, and the tax recharge income is included in the
UPE’s GloBE income.

Foreign Tax Credit (FTC) for foreign QDMTT

While foreign QDMTTs (or equivalent domestic minimum taxes) are non-
deductible, they may qualify for foreign tax credit (FTC) in Singapore under certain
conditions:
e The tax must be in respect of income derived from a foreign PE or
dividends from a foreign entity.
e The Singapore entity claiming the FTC must be tax-resident in Singapore
and subject to tax on the income in Singapore.
e FTCis limited to the lower of Singapore tax payable on the foreign income
or the foreign taxes incurred.

Foreign GloBE taxes and FTC pooling

Foreign GloBE taxes (e.g., IIR or UTPR taxes) are not eligible for FTC under
Singapore’s CIT system. Moreover, these taxes do not qualify as “tax paid” for
determining eligibility under Singapore’s Foreign-Sourced Income Exemption
(FSIE) scheme or the FTC pooling system.
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Alignment with FSIE and FTC pooling conditions

When determining eligibility under the FSIE scheme or FTC pooling, foreign
QDMTT may be treated as satisfying the “subject to tax” condition, as it is a tax on
income. However, foreign GloBE taxes do not qualify as they are not aligned with
the structure of domestic income tax systems.
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Deloitte Singapore’s views

The publication of the e-Tax Guide on MTT and DTT provides essential insights into the technical, practical,
and administrative aspects of these new tax regimes and serves as a critical resource for MNE groups
navigating the complexities of the rules so that the compliance requirements in Singapore are dealt with
correctly and on a timely basis.

MNE groups already familiar with the GloBE Rules will find Annex B which provides a cross-reference
between the GloBE Rules and provisions of the MMT Act particularly helpful. The comparison between the
MTT’s global focus and the DTT’s domestic scope highlights the technical considerations that MNE groups
need to address to meet both local and international obligations.

The e-Tax Guide publication also clarifies some of the operational challenges, such as the use of specific
exchange rates for revenue thresholds and the practical considerations of whether such taxes are
deductible for CIT purposes.

The IRAS’ decision to adopt a pragmatic approach on the imposition of penalties for the first three FYs so
long as a MNE group can demonstrate reasonable efforts have been taken to comply with the new rules is
much welcomed as MNEs, advisors, and tax authorities come to a common understanding on the
interpretation of the complex rules. This approach is also consistent with the spirit of the Transitional
Penalty Relief included in the GIoBE Rules and has similarly been adopted by some other jurisdictions.

As further administrative guidance (including the relevant returns) is anticipated, MNE groups should
remain vigilant in updating their compliance frameworks. For in-scope MNE groups, under the MTT and DTT
rules and obligations, proactive planning to align financial systems and tax processes to comply with the
requirements of MTT and DTT is critical and cannot be overstated.
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Contacts

Should you have any comments or questions on this topic, please contact your usual Deloitte contact or any of the
listed contacts below.
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Daniel Ho Liew Li Mei Loh Eng Kiat Swati Gupta

Head of Tax International Tax Leader Tax Partner Tax Director

Deloitte Singapore Deloitte Singapore Deloitte Singapore Deloitte Singapore

+65 6216 3189 +65 6216 3232 +65 6800 2779 +65 6800 2568
danho@deloitte.com liliew@deloitte.com ekloh@deloitte.com swgupta@deloitte.com

Chan Wenjie
Tax Director
Deloitte Singapore

+65 6800 2585
wechan@deloitte.com

For more details on our tax leaders, please click here.
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